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[Regulatory Docket No. 1517] 

T h i s r e v i s i o n i n c o r p o r a t e s i n t o P a r t 4 5 

o i t h e c i v i l A i r R e g u l a t i o n s c e r t a i n r u l e s 

a n d p r o c e d u r e s p e r t a i n i n g t o t h e i s s u ­

a n c e , r e n e w a l , a n d d u r a t i o n o f c o m m e r ­

c i a l o p e r a t o r c e r t i f i c a t e s . T h e r u l e s w i l l 

p r o v i d e t h e A d m i n i s t r a t o r w i t h i n f o r m a ­

t i o n p e r t a i n i n g t o t h e m a n a g e m e n t , 

c o n t r o l , a n d f i n a n c i a l r e s o u r c e s o f a n 

a p p l i c a n t f o r a c o m m e r c i a l o p e r a t o r c e r ­

t i f i c a t e w h i c h a x e n e e d e d t o c a r r y o u t 

s t a t u t o r y r e s p o n s i b i l i t i e s a n d t o m a k e 

a s o u n d d e t e r m i n a t i o n a s t o t h e a p p l i ­

c a n t ' s a b i l i t y t o c o n d u c t o p e r a t i o n s w i t h 

t h e d e g r e e o f s a f e t y r e q u i r e d i n t h e p u b ­

l i c i n t e r e s t . 

T h e F e d e r a l A v i a t i o n A g e n c y p u b ­

l i s h e d a s a n o t i c e o f p r o p o s e d r u l e m a k ­

i n g < 2 7 F . R . 1 2 3 7 6 > a n d c i r c u l a t e d a s 

D r a f t R e l e a s e N o . 6 2 - 5 3 . d a t e d D e c e m ­

b e r 7 , 1 9 6 2 , a p r o p o s a l t o a m e n d P a r t 4 5 

o f t h e C i v i l A i r R e g u l a t i o n s w i t h r e s p e c t 

t o a p p l i c a t i o n a n d r e n e w a l r e q u i r e m e n t s 

f o r c e r t i f i c a t i o n u n d e r t h a t p a r t . I n 

a d d i t i o n , a m a j o r p o r t i o n o f t h e p r o v i ­

s i o n s o f t h e p r o p o s a l , a s i t a p p l i e d t o 

c o m m e r c i a l o p e r a t o r s , w a s p u b l i s h e d a s 

a n o t i c e o f p r o p o s e d r u l e m a k i n g i n t h e 

FEDEHAL RECISTEB < 2 7 F _ R . 8 3 5 6 1 a n d s e t 

f o r t h i n D r a f t R e l e a s e N o . 6 2 - 3 9 , o n A u ­

g u s t 2 2 . 1 9 6 2 . a s a r e v i s i o n o f P a r t 4 2 

o f t h e C i v i l A i r R e g u l a t i o n s . 

I t w a s t h e s t a t e d i n t e n t i o n o f t h e 

A g e n c y t o e v e n t u a l l y e l i m i n a t e P a r t 4 5 

b y c o v e r i n g c o m m e r c i a l o p e r a t o r s o f 

l a r g e a i r c r a f t i n a r e v i s e d P a r t 4 2 o f t h e 

C i v i l A i r R e g u l a t i o n s a n d c o v e r i n g c o m ­

m e r c i a l o p e r a t o r s o f s m a l l a i r c r a f t i n a 

P a r t 1 2 5 ( N e w l o f t h e F e d e r a l A v i a t i o n 

R e g u l a t i o n s . ( S e e 2 7 F . R . 1 0 9 0 0 . ) H o w ­

e v e r , t h e A g e n c y r e c o d i f i c a t i o n p r o g r a m 

a n n o u n c e d i n t h e FEDEHAL RECTSTES o f 

N o v e m b e r 1 5 . 1 9 6 1 ( 2 6 F . R . 1 0 6 9 8 * . h a s 

n o w r e a c h e d a p o i n t a t w h i c h i t w i l l 

s o o n p u b l i s h a n o t i c e o f p r o p o s e d r u l e 

m a k i n g c o m b i n i n g i n t o o n e n e w p a r t t h e 

o p e r a t i n g r u l e s o f P a r t s 4 0 , 4 1 . a n d 4 6 

a n d t h e o p e r a t i n g r u l e s f o r P a r t 4 2 t h a t 

a r e a d o p t e d b y t h e A g e n c y a s a r e s u l t 

o f t h e c i r c u l a t i o n o f D r a f t R e l e a s e N o 

6 2 - 3 9 . S i m i l a r l y , t h e r e w i l l b e p u b l i s h e d 

i n t h a t N P R M a n e w p a r t c o m b i n i n g t h e 

c e r t i f i c a t i o n r u l e s o f P a r t s 4 0 , 4 1 , 4 2 . 

a n d 4 6 . 

A r e v i s e d P a r t 4 2 w i l l b e p u b l i s h e d i n 

t h e n e a r f u t u r e a n d w i l l i n c o r p o r a t e 

t h e s u b s t a n c e o f t h e r u l e s c o n t a i n e d i n 

t h i s r e v i s e d P a r t 4 5 . H o w e v e r , i t i s n o t 

a n t i c i p a t e d t h a t r e v i s e d P a r t 4 2 w i l l 

b e c o m e e f f e c t i v e u n t i l i t h a s b e e n r e ­

c o d i f i e d a s d e s c r i b e d a b o v e . T h e r e f o r e , 

u p o n t h e d a t e t h a t t h e r e c o d i f i e d P a r t s 

4 0 , 4 1 . 4 2 . a n d 4 6 . a n d n e w P a r t 1 2 5 , 

b e c o m e e f f e c t i v e . P a r t 4 5 w i l l b e r e s c i n d ­

e d . T h i s r e v i s i o n w h i l e p r i m a r i l y f o r 

t h e p u r p o s e o f m a k i n g final t h e r u l e s 

p r o p o s e d i n D r a f t R e l e a s e N o . 6 2 - 5 3 . r e ­

s t a t e s P a r t 4 5 c o m p l e t e l y f o r t h e c o n v e n ­

i e n c e o f t h e u s e r . 

A s w a s s t a t e d i n D r a f t R e l e a s e N o . 

6 2 - 5 3 . t h e f i n a n c i a l s t a b i l i t y o f p e r s o n s 

e n g a g e d i n t h e c a r r i a g e o f p e r s o n s a n d 

c a r e o f o r c o m p e n s a t i o n o r h i r e h a s b e e n 

o f i n c r e a s i n g c o n c e r n t o t h e C o n g r e s s . 

I n a d d i t i o n , r e c e n t F A A e n f o r c e m e n t 

a c t i o n s i n v o l v i n g t h e r e v o c a t i o n o f c e r ­

t a i n c o m m e r c i a l o p e r a t o r c e r t i f i c a t e s h a s 

r e v e a l e d d e c e p t i v e m a n a g e m e n t t e c h ­

n i q u e s , c o u p l e d w i t h p r a c t i c e s o f f a l s i ­

fication o f r e q u i r e d r e c o r d s . I n v e s t i g a ­

t i o n s b y t h e F A A h a v e a l s o r e v e a l e d t h a t 

s o m e p e r s o n s h o l d i n g o n l y a c o m m e r c i a l 

o p e r a t o r c e r t i f i c a t e h a v e b e e n o p e r a t i n g 

b e y o n d t h e s c o p e o f t h e i r c e r t i f i c a t e 

a u t h o r i t y b y c o n d u c t i n g i n t e r s t a t e 

c o m m o n c a r r i a g e o p e r a t i o n s . I . e . , e n g a g ­

i n g i n a i r t r a n s p o r t a t i o n a s d e f i n e d i n 

t h e F e d e r a l A v i a t i o n A c t o f 1 9 5 8 , e v e n 

t h o u g h t h e h o l d e r o f o n l y a c o m m e r c i a l 

o p e r a t o r c e r t i f i c a t e i s n o t a u t h o r i z e d t o 

c o n d u c t s u c h o p e r a t i o n s . T h a t c o m m e r ­

c i a l o p e r a t i o n s u n d e r P a r t 4 5 c o n s t i t u t e s 

a s i g n i f i c a n t p a r t o f a i r o p e r a t i o n s i s 

s h o w n b y t h e n u m b e r o f o p e r a t o r s i n 

t h i s field. A s o f t h e p r e s e n t t i m e t h e r e 

a r e 3 2 c o m m e r c i a l o p e r a t o r s o f l a r g e a i r ­

c r a f t c e r t i f i c a t e d u n d e r P a r t 4 5 , h a v i n g 

a t o t a l o f 4 8 a i r c r a f t . T h e s e a i r c r a f t 

r a n g e i n s i z e f r o m t h e D C - 3 t o t h e 

E l e c t r a . O n e o p e r a t o r h a s a t o t a l o f 5 

a i r c r a f t a n d t h e o t h e r s o p e r a t e f r o m o n e 

t o f o u r a i r c r a f t . 

D r a f t R e l e a s e N o . 6 2 - 5 3 t h e r e f o r e p r o ­

p o s e d t h a t a p p l i c a n t s f o r o r i g i n a l c e r ­

t i f i c a t i o n a s a c o m m e r c i a l o p e r a t o r , o r 

f o r t h e r e n e w a l o f s u c h a c e r t i f i c a t e , b e 

r e q u i r e d t o d i s c l o s e p e r t i n e n t i n f o r m a ­

t i o n regarding p e r s o n s h o l d i n g m a n a g e ­

m e n t p o s i t i o n s a n d o t h e r p e r s o n s c o n ­

t r o l l i n g o r h a v i n g a n o w n e r s h i p i n t e r e s t 

i n t h e a p p l i c a n t ; t h a t d e t a i l e d f i n a n c i a l 

s t a t e m e n t s b e s u b m i t t e d w i t h t h e a p p l i ­

c a t i o n , p r e p a r e d a n d m a i n t a i n e d o n a n 

a c c r u a l b a s i s i n a c c o r d a n c e w i t h g e n ­

e r a l l y a c c e p t e d a c c o u n t i n g p r i n c i p l e s ; 

a n d t h a t a p p l i c a n t s s u b m i t c u r r e n t i n ­

f o r m a t i o n r e g a r d i n g c h a n g e s i n p e r t i n e n t 

n a m e s a n d a d d r e s s e s , a n d o f m a t e r i a l 

c h a n g e s i n f i n a n c i a l i n f o r m a t i o n s u b ­

m i t t e d . T h e p r o p o s a l f u r t h e r r e q u i r e d 

e a c h h o l d e r o f a c o m m e r c i a l o p e r a t o r 

c e r t i f i c a t e t o s u b m i t a s e m i - a n n u a l 

financial r e p o r t , a n d t o r e t a i n c o p i e s 

o f a l l o f i t s c o n t r a c t s f o r a p e r i o d o f o n e 

y e a r . 

I n g e n e r a l , c o m m e n t s r e c e i v e d a s a 

r e s u l t o f c i r c u l a t i o n o f t h e D r a f t R e l e a s e 

c o n c u r r e d w i t h t h e p r o p o s a l ' s r e q u i r e ­

m e n t s w i t h r e l a t i o n t o d i s c l o s u r e o f 

o w n e r s h i p , m a n a g e m e n t p e r s o n n e l , a n d 

a s s o c i a t e d b u s i n e s s e n t e r p r i s e s . T h e 

p u r p o s e o f t h i s i n f o r m a t i o n , i n g e n e r a l , 

i s t o m a k e k n o w n t h e p e r s o n o r p e r s o n s 

t o w h o m a c e r t i f i c a t e i s i s s u e d a n d t o 

p r e v e n t t h e u s e o f m e r e b u s i n e s s n a m e s 

o r c o r p o r a t e d e v i c e s t o o b t a i n c e r t i f i c a t e s 

w h e n n o t o t h e r w i s e j u s t i f i e d . 

C e r t a i n o f t h e c o m m e n t s r e c e i v e d 

o b j e c t e d t o t h e p r o p o s a l o n t h e g r o u n d 

t h a t , w h i l e t h e r e i s a r e l a t i o n s h i p b e ­

t w e e n financial s t a t u s a n d s a f e t y , t h e 

c o m m e n t a t o r s d i d n o t b e l i e v e i t t o b e 

a s d i r e c t o r c o n c l u s i v e a s s h o w n i n t h e 

p r o p o s a l . T h e c o m m e n t s , i n e f f e c t , q u e s ­

t i o n t h e n e e d f o r t h e financial i n f o r m a ­

t i o n , a n d t h e p o w e r o f t h e A d m i n i s t r a ­

t o r t o r e q u i r e i t , a n d h a v e p o i n t e d t o 

t h e b u r d e n i n v o l v e d i n f u r n i s h i n g i t . 

T h e i n f o r m a t i o n i s n e e d e d i n o r d e r t o 

d e t e r m i n e w h e t h e r t h e financial c o n ­

d i t i o n o f t h e o p e r a t o r i s c o n d u c i v e t o 

o b s e r v a t i o n b y i t o f t h e v a r i o u s a i r 

s a f e t y r e . T a i r e . i . e n t i , s o m e o f w h i c h 

u n a v o i ' . i b l v : n » o ' c o n s i d e r a b l e e x -

p e a s e , T h e l i n k b e t w e e n p o o r f i n a n c i a l 

c o n d i t i o n o f a n a e r o n a u t i c a l e n t e r p r i s e 

a n d a p o o r s a f e t y r e c o r d w a s r e c o g n i z e d 

e a r l y a n d w a s o n e o f t h e f a c t o r s w h i c h 

l e d t o e n a c t m e n t o f t h e C i v i l A e r o n a u ­

t i c s A c t o f 1 9 3 8 . R e c e n t a c c i d e n t i n ­

v e s t i g a t i o n s h a v e s t r o n g l y c o n f i r m e d ; t h e 

c o n t i n u i n g e x i s t e n c e o f t h i s n e x u s . 

W h i l e t h e e s t a b l i s h m e n t o f s a f e t y 

r e q u i r e m e n t s a n d i n s p e c t i o n a n d e n ­

f o r c e m e n t o f s a f e t y r e q u i r e m e n t s b y 

t h i s A g e n c y i s i n d e e d t h e m a i n l i n e o f 

d e f e n s e a g a i n s t a c c i d e n t s , t h i s h i s t o r y 

d e m o n s t r a t e s t h a t e f f e c t i v e a c c i d e n t 

p r e v e n t i o n f u r t h e r r e q u i r e s t h a t e n t e r ­

p r i s e s e n g a g e d i n c o m m e r c i a l o p e r a t i o n 

o f a i r c r a f t n o t b e i n a financial c o n ­

d i t i o n w h i c h i n d u c e s t h e m t o s e e k c o s t 

s a v i n g s i n t h e field o f a i r c r a f t m a i n ­

t e n a n c e a n d o t h e r a i r s a f e t y r e q u i r e ­

m e n t s . R e c e n t l e g i s l a t i o n h a s c l a r i f i e d 

t h e r e s p o n s i b i l i t y o f t h e C i v i l A e r o n a u ­

t i c s B o a r d f o r p o l i c i n g t h e c o n t i n u i n g 

financial fitness o f s u p p l e m e n t a l a i r 

c a r r i e r s . I t i s c l e a r t h a t t h e A d m i n i s ­

t r a t o r h a s s t a t u t o r y r e s p o n s i b i l i t y t o 

d e t e r m i n e a l l a s p e c t s o f a n a p p l i c a n t ' s 

a b i l i t y t o c o n d u c t s a f e o p e r a t i o n . I n 

a d d i t i o n , t h e financial f i t n e s s o f c o m ­

m e r c i a l o p e r a t o r s w h i c h a r e n o t " a i r 

c a r r i e r s " i s n o t s u b j e c t t o s c r u t i n y b y 

a n y o t h e r F e d e r a l a g e n c y w i t h r e s p e c t 

t o s a f e t y . T h e A g e n c y m u s t e x e r c i s e 

i t s p o w e r s i n t h i s r e s p e c t , i n o r d e r t o 

c a r r y o u t t h e m a n d a t e t o p r o v i d e a d e ­

q u a t e l y f o r s a f e t y i n a i r c o m m e r c e . T h e 

r e s u l t i n g b u r d e n o n t h e o p e r a t o r s a n d t h e 

A g e n c y i s t h e r e f o r e u n a v o i d a b l e . 

I t w a s n o t t h e i n t e n t o f D r a f t R e ­

l e a s e N o . 6 2 - 5 3 , n o r i s i t t h e i n t e n t o f 

t h i s r u l e , t o i n d i c a t e t h a t f i n a n c i a l 

a b i l i t y i s c o n c l u s i v e a s t o w h e t h e r a n 

a p p l i c a n t c a n o r c a n n o t c o n d u c t s a f e 

o p e r a t i o n s . F i n a n c i a l s t a t u s i s b u t o n e 

o f t h e i m p o r t a n t c o n s i d e r a t i o n s e n t e r ­

i n g i n t o s u c h a d e t e r m i n a t i o n . O t n e r 

e l e m e n t s s u c h a s e q u i p m e n t , s k i l l , a n d 

e x p e r i e n c e a r e e q u a l l y o r m o r e i m p o r ­

t a n t . T h e i m p o r t a n t p o i n t i s t h a t 

u n d e r p r e s e n t p r o c e d u r e s , t h e A d m i n i s ­

t r a t o r d o e s n o t h a v e s u f f i c i e n t d e t a i l e d 

a n d r e l i a b l e i n f o r m a t i o n p e r t a i n i n g t o 

t h e m a n a g e m e n t , c o n t r o l , a n d financial 

s t a t u s o f c o m m e r c i a l o p e r a t o r s t o b e a b l e 

t o c a r r y o u t h i s s t a t u t o r y r e s p o n s i b i l i t i e s 

a n d m a k e a s o u n d d e t e r m i n a t i o n r e ­

g a r d i n g a n a p p l i c a n t ' s a b i l i t y t o c o n d u c t 

o p e r a t i o n s w i t h t h e d e g r e e o f s a f e t y r e ­

q u i r e d i n t h e p u b l i c i n t e r e s t . 

S o m e o f t h e p r o p o s a l s c o n t a i n e d i n 

D r a f t R e l e a s e 6 2 - 5 3 h a v e b e e n r e v i s e d 

a s a r e s u l t o f c o m m e n t s r e c e i v e d . T h e 

m a j o r i t y o f t h e s e r e v i s i o n s i n v o l v e 

m i n o r c h a n g e s i n l a n g u a g e o r p h r a s e ­

o l o g y a n d d o n o t a f f e c t t h e i n t e n t o r 

s u b s t a n c e o f t h e final r u l e . T h o s e 

c h a n g e s w h i c h d o a f f e c t s u b s t a n c e d o n o t 

i m p o s e a n y a d d i t i o n a l b u r d e n . 

I n r e v i s e d 5 4 5 - 4 ( 4 5 . 3 ( b ) ( 3 ) i n t h e 

D r a f t R e l e a s e ) t h e r e q u i r e m e n t t h a t 

financial s t a t e m e n t s s u b m i t t e d w i t h a n 

a p p l i c a t i o n r e l a t e t o a d a t e a t l e a s t 4 5 

d a y s p r i o r t o t h e d a t e o f a p p l i c a t i o n , 

h a s b e e n e x t e n d e d t o 6 0 d a y s . R e v i s e d 

5 4 5 . 4 ( a ) ( 4 ) ( 4 5 . 3 ( b ) ( 3 ) ( i v ) i n t h e D r a f t 

R e l e a s e ) h a s b e e n r e v i s e d t o r e q u i r e a n 

i t e m i z a t i o n o f c l a i m s i n l i t i g a t i o n a g a i n s t 

t h e a p p l i c a n t r a t h e r t h a n o f o u t s t a n d ­

i n g j u d g m e n t s a g a i n s t i t . s i n a e j u d g ­

m e n t s w o u l d , u n d e r o r d i n a r y a c c o u n t i n g 

p r a c t i c e s , b e s e t f o r t h a s l i a b i l i t i e s . R e ­

v i s e d 5 4 5 . 4 ( a ) ( 3 ) ( 4 5 . 3 ( b ) ( 3 ) ( U i ) i n t h e 

D r a f t R e l e a s e ) h a s b e e n r e s t a t e d s o a s 
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to require the reporting «of only those 
liabilities that are overdue. Revised 
5 45.5(b) ( 2 ) , which authorizes denial of 
a certificate based on past employment of 
certain persons with carriers whose cer­
tificates has been revoked, has been 
amended so as to apply only to persons 
whose employment contributed mate­
rially to the reasons for which that cer­
tificate was revoked. Revised 5 45.8 
(§ 45.10 in the Draft Release) requires 
each holder of a commercial operator 
certificate to retain, for one year, a copy 
of each contract under which it provides 
services as a commercial operator. 
Several of the comments received indi­
cate that many such contracts are oral 
and not reduced to writing. Therefore, 
in order that some record may be made 
of these oral contracts, language has 
been Inserted to require the retention, 
for the same period, of a memorandum 
stating the elements of each such 
contract. 

The regulation as issued expressly pro­
vides for waiver by the Administrator 
of submission of any part of the required 
financial information in individual cases. 
This authority, of course, will be exer­
cised only where there is no doubt at 
that time of the continuing financial 
fitness of the operator. Several opera­
tors stated In their comments that the 
regulation should be amended to provide 
confidential treatment of certain infor­
mation required to be disclosed in appli­
cations or reports. Such an amendment 
is not required as the Administrator may 
at any time and upon request, treat 
that information as confidential, under 
section 1104 of the Federal Aviation Act 
of 1958. 

Interested persons have been aiforded 
an opportunity to participate in the 
making of this regulation and due con­
sideration has been given to all relevant 
matter presented. 

In consideration of the foregoing, Part 
45 of the Civil Air Regulations is amend­
ed as hereinafter set forth, effective May 
1, 1063. 

Issued In Washington, D.C., on Febru­
ary 21,1963. 

N. E . HALABY, 
Administrator. 

Sec. 
45.1 Applicability of part. 
45.2 Certificate required. 
45.3 Application for original certification 

and renewal of certificates. 
45.4 Financial Information required for 

original certification or renewal. 
45.5 Issuance of operating certificate. 
45.6 Duration of certificate. 
45.7 Supplements! periodic financial re­

port. 
45.fi Waivers of financial information. 
45.9 Retention of contract* and amend­

ments thereto. 
45 10 Inspection authority. 
45.11 Operating rules, 
45.12 Certificate rules, 

A U T H O R I T Y : §5 45.1 to 45.12 Issued under 
sees. 313(a), 601, 607, 609 of the Federal Avia­
tion Act of 1958 (49 U.S.C. 1364(a), 1421, 1427, 
14291. 

§ 45.1 Applicability o f part. 

The provisions of this part shall be 
applicable to citizens of the United 
States engaging in the carriage in air 
commerce of goods or passengers for 
compensation or hire, unless such car­
riage is conducted under the provisions 

of an air carrier operating certificate is­
sued by the Administrator. For the pur­
pose of this part, student instruction, 
banner towing, crop dusting, seeding, 
and similar operations shall not be con­
sidered as the carriage of goods or per­
sons for compensation or hire.' 

§ 45 .2 Certificate required. 

No person subject to the provisions of 
this part shall engage in air commerce 
using aircraft of more than 12,500 
pounds maximum certificated take-off 
weight until he has obtained from the 
Administrator a commercial operator 
certificate: Provided, That no person 
holding an air carrier operating certifi­
cate authorizing him to operatasuch air­
craft shall be required to obtain or be 
eligible for any commercial operator cer­
tificate unless he holds only an air car­
rier operating certificate Issued pursuant 
to Part 42 of this subchapter and carries 
or intends to carry passengers for com­
pensation or hire as a common carrier 
between any two points within a State 
with the frequency set forth in 
§ 4 5 . 5 ( a ) ( 2 ) . 

§ 45 .3 Application for original certifica­
tion and renewal o f certificates. 

(a) An application for the original is­
suance or renewal of a commercial op­
erator certificate is made on an FAA 
application form which may be obtained 
at any FAA Air Carrier District Office 
and is submitted at least 60 days before 
the date of intended operations, or be­
fore the expiration date of the certificate 
in the case of an application for renewal, 
to the FAA Air Carrier District Office in 
whose area the applicant proposes to 
establish, or has established, his prin­
cipal base of operations. 

(b) The applicant shall submit with 
the application a signed statement show­
ing: 

(1) If the applicant is a corporation: 
(1) The names and addresses of all 

stockholders, and the amount of stock 
held by each, and, in the event such 
stockholders are not the sole beneficial 
owners of the stock, the names and ad­
dresses of the beneficial owners thereof; 

(U) The names and addresses of all 
directors, officers, and those persons 
employed or who will be employed in the 
management positions described in § 45.5 
(b) ( 2 ) ; and 

(iii) The names and addresses of all 
persons directly or indirectly controlling 
or controlled by the applicant, and all 
persons under direct or indirect common 
control with the applicant, 

(2) If the applicant is not a corpora­
tion: 

(i) The names and addresses of all 
persons having a financial interest in 
the business and the nature and extent of 
such interest; and 

(ii) The names and addresses of all 
persons who will be employed in the 
management positions described in § 45.5 
( b ) ( 2 ) . 

(3) The financial information set 
forth in § 45.4. 

1 Under circumstances where it Is doubtful 
whether the operations are for "compensa­
tion or hire," the test to be applied Is whether 
the air carriage Is merely incidental to the 
operator's other business or is, In and of 
Itself, a major enterprise for profit. 

(4) The nature and scope of its in­
tended operation Including the name 
and address of each person, if any, with 
whom the applicant has a contract to 
provide services as a commercial operator 
and the scope, nature, date, and duration 
of each such contract. 

(c) An applicant for, or the holder of, 
a commercial operator's certificate shall 
notify the Administrator within 10 days 
after the occurrance of any of the 
following: 

(1) A change in the persons, or the 
names and addresses of the persons, sub­
mitted to the Administrator under para­
graph (b) (1) or (2) of this section; or 

(2) A change In the financial informa­
tion submitted to the Administrator 
under § 45.4 occurring while the appli­
cation for certification issuance or re­
newal is pending before the FAA, which 
would make the applicant's financial 
situation substantially less favorable 
than originally reported. 

§ 45 .4 Financial information required 
for original certification or renewal. 

(a) The following is the financial in­
formation required to be submitted, 
under § 45.3(b) ( 3 ) , by each applicant for 
the original issuance or renewal of a 
certificate under this part: 

(1) A Balance Sheet which shows 
assets, liabilities, and net worth, as of 
a date not exceeding 60 days before 
the date of application. 

(2) In the case of an application for 
renewal, a Profit and Loss Statement for 
a fiscal year ending at a date not more 
than 60 days before the date of the 
application, with separation of items 
relating to applicant's commercial oper­
ator activities from his other business 
activities. The applicant shall submit 
in support of the operating income shown 
on the profit and loss statement a list­
ing and brief description of the nature 
and scope of the commercial operator 
contracts which gave rise to the operat­
ing income shown, including the names 
of the contracting parties and the date 
and duration of each such contract. 
However, if the applicant's regular fiscal 
year for income tax purposes ends on a 
date more than 60 days before the date 
of application, the applicant may submit 
a Profit and Loss Statement covering 
such norma] fiscal year, plus a supple­
mentary Profit and Loss Statement for 
the period from the end of the regular 
fiscal year to a date not more than 60 
days before the date of application. 

(3) An itemization of over-due lia­
bilities showing amounts, names and 
addresses of creditors, description of in­
debtedness, and due date of obligations. 

(4) An itemization of claims in liti­
gation against the applicant showing flie 
amounts claimed, the names and address 
of the claimants, and a description of the 
claims. 

(5) A detailed analysis covering the 
first 3 months of the proposed operation 
subsequent to the possible issuance or 
renewal of the certificate applied for 
which shows: 

(i) Estimated amount and source of 
both operating and non-operating reve­
nue, including identification of all pres­
ently existing and anticipated income 
producing contracts and estimated reve­
nue per mile or hour of operation by air­
craft type; 

(ii) Estimated amount of operating 
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and nonoperating expenses by expense 
objective classification: and 

1 1 ; • Estimated profit or loss. 
•6' An estimate of the cash that w:il 

be needed during the first 3 months of 
the proposed operation after the possible 
issuance or renewal date of the certifi­
cate applied for to cover: 

i i 1 Acquisition of property and equip­
ment. 

'ii> Retirement of debt. 
<iii > Additional working capital. 
i iv i Operations i losses >. 
'v> Other iexplain!. 
<7) An estimate of the cash that will 

be available from the following sources 
during the first 3 months of the proposed 
operation after the possible issuance or 
renewal of the certificate applied tor 
which shows: 

<i> Sale of property or flight equip­
ment, 

<ii> New debt, 
iiii' New equity. 
i iv > Working capital reduction. 
i v i Operations < profits ) . 
(vi> Depreciation and amortization 
ivii> Other (explain ) . 
(8) Such other financial information 

as may be required by the Administrator 
to enable him to determine that the ap­
plicant has sufficient financial resources 
to conduct its operations with ihe degree 
of safety required in the public interest 

(b> All financial statements filed with 
the FAA under this part shall be based 
on accounts prepared and maintained 
on an accrual basis in accordance with 
generally accepted accounting principles 
applied on a consistent basis, and shall 
contain the name and address of the ap­
plicant's public accounting firm, if any. 

§ 45 .3 Issuance of operating certificate. 

i a ' A commercial operator certificate 
is issued to an applicant if the Adminis­
trator after investigation, including such 
verification of financial and other infor­
mation submitted as may be necessary, 
finds that the applicant is properly and 
adequately equipped and able to conduct 
a safe operation in accordance with: 

11 > The provisions of Part 42 of >hig 
subchapter; or 

' 2 • The provisions of Part 40 of (ex­
cept §3 40.1, 40.10 and 40.12 through 
40.17* this subchapter or such other re­
quirements as the Administrator finds 
necessary to provide an appropriate level 
of safety for the operation, if the appli-
cent carries or intends to carry pas­
sengers for compensation or hire between 
two points entirely within a state with at 
least the following frequency— 

(1) Two flights, or one round trip, a 
week on the same day or days of the week 
for any eight or more weeks in any 90 
consecutive days; or 

(ii) A total of 36 or more flights, or 
18 or more round trips, in any 90 con­
secutive days. 

(b) The Administrator may deny an 
application for a commercial operator 
certificate if he finds: 

< 1 > That an air carrier, or commercial 
operator, certificate previously issued to 
the applicant has been revoked, 

(2) That a person who was employed 
in a management position g i m i i t n r to 
any of those listed in subdivision ( i ) 'to 
(v) of this subparagraph with (or has 
exercised control with respect to) any 

operator whose air carrier or commercial 
operator certificate has been revoked, will 
be employed in any o f those positions 
or a s:m:lar position i o r will be in con­
trol ol o r have substantial ownership 
interest in the applicant) and that the 
person's employment or control con­
tributed materially to the reasons for 
which that certificate was revoked: 

• i > General manager, 
(ii) Director of Operations, 
iiii> Director of Maintenance and 

Airworthiness, 
(ivi Chief pilot. 
( v Chief inspector of quality control. 
<3s That for financial or other reasons 

the applicant is not properly and ade­
quately equipped or able to conduct a 
safe operation in accordance with para­
graph (a) of this section. 

§ 43 .6 Duration o f cer l i6cate . 

(a) A commercial operator certificate 
issued or renewed under this Part shall 
remain in effect for a period of one year, 
unless sooner surrendered, revoked, or 
otherwise terminated by order of the 
Administrator. Upon suspension, revo­
cation or other termination, it shall be 
returned to the Administrator. 

(b 1 A commercial operator certificate 
issued or renewed under this part may 
be suspended or revoked by the Admin­
istrator for any cause which, at the time 
of suspension or revocation, would have 
been grounds for denying the holder 
of such certificate an application for a 
like certificate; or for any other cause 
which is grounds for suspension or revo­
cation under section 60S of the Federal 
Aviation Act of 19SS. 

§ 45.7 Supplemental periodic financial 
report. 

(a) Each holder of a commercial op­
erator certificate shall, within 45 days 
after his certificate has been in effect 
for 4 months after the date of its origi­
nal issuance, or renewal, under this re­
vised part, submit a signed financial 
statement to the FAA which shows profit 
and loss for: 

(1> The 4 month period after the date 
the certificate was issued or renewed, 
as the case may be; and 

(2> The period immediately preceding 
the date of certificate issuance or re­
newal which was not covered by the pre­
ceding financial statement filed under 
5 45.3(b) (3>. 

(b) The applicant shall submit in sup­
port of the operating income shown on 
the Profit and Loss Statement required 
by paragraph (a) of this section a list­
ing and brief description of the nature 
and scope of the contracts which gave 
rise to the operating income shown, in­
cluding the names of the contracting 
parties, the date and duration of each 
such contract; and shall submit all of 
the other information required for 
original issuance of a certiificate under 
§ 45.3(b) <3). 

§ 43 .8 Waivers o f financial information. 

Upon application of an operator filed 
at least 30 days before a renewal appli­
cation or supplemental periodic finan­
cial report is due. an authorized repre­
sentative of the Administrator may 
waive submission of the financial infor­
mation required in the application or 
or report, in whole or in part, if he finds, 
based on information as to the operator's 

financial standing, management, and 
type of operations, that '.he submission 
is not required in the public interest. 
Filing of an application does not auto­
matically extend the time for submission 
of the information. 

§ 4 5 . 0 R e t e n t i o n of c o n t r a c t s and 
amendment* thereto. 

Each holder of a commercial operator 
cttificate shall retain a copy of each 
contract under which it provides services 
as a commercial operator, or in the case 
of oral contracts, a memorandum stating 
the elements of each such contract, and 
of each amendment to such a contract, 
for a period of one year after the date 
of the execution of that contract or 
change. 

§ 4 5 . 1 0 Inspection authority. 

An authorized representative of the 
Administrator shall be permitted at any 
time and place to make inspections or 
examinations (including inspections and 
examinations of financial books and 
records) to determine an operator's com­
pliance with the requirements of the 
Federal Aviation Act of 1958. as amend­
ed, the Civil Air Regulations, the pro­
visions of the operator's operating certifi­
cate, and the operations specifications, 
or to determine the operator's eligibility 
to continue to hold a certificate. 

§ 4 5 . 1 1 Operating rules, 

(a) Except as provided in paragraph 
(b) of this section, all persons subject 
to the provisions of this part shall, in 
the conduct of operations subject here­
to, comply with the operating require­
ments of Part 42 of this subchapter, as 
heretofore or hereafter amended. Oper­
ating requirements shall be deemed to 
Include requirements relating to aircraft 
and equipment, maintenance, flight 
crew, flight time limitations, flight oper­
ation, aircraft operating limitations, and 
related record-keeping and reporting 
requirements. 

(b> Persons subject to the provisions 
of this part who conduct common carrier 
operations subject hereto in aircraft of 
more than 12,500 pounds maximum cer­
tificated take-off weight carrying pas­
sengers between points entirely within 
a State with the frequency described in 
5 45.5 1 a) (2> shall, in the conduct of 
all passenger operations between such 
points, comply with the requirements of 
Part 40 of this subchapter, as heretofore 
or hereafter amended, except §§40 .1 , 
40.10, and 40.12 through 40,17, or with 
such other operating requirements as 
the Administrator finds will provide 
an appropriate level of safety for the 
operation. 

§ 13.12 Certificate rules. 

The certificate rules prescribed in 
§§ 42.5 through 42.9 of this subchapter 
shall be applicable to commercial opera­
tor certificates, except that for those 
persons complying with the certification 
requirements of Part 40 of this subchap­
ter, §§ 40.11, and 40.18 shall apply in 
lieu of § 42.5. 

N o t e : The reporting and/or record-keep­
ing requirements contained herein have 
been approved by the Bureau of the Budget 
in accordance with the Federal Reports Act 
of 1942. 

[Pit. Doc. 63-2165; Filed, Feb. 28. 1963; 
8:46 a.m) 
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